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SUBJECT: GOE ANNOUNCES NEW CREDIT REGULATIONS 
REF: QUITO 4032 

1. THE GOE ANNOUNCED A SERIES OF MEASURES JUNE 3 TO IMPROVE 
THE DETERIORATING BALANCE OF PAYMENTS SITUATION AND AN 
AUSTERITY PROGRAM TO MINIMIZE THE SIZE OF THE CENTRAL GOVERN- 
MENT DEFICIT. FINMIN MONCAYO ANNOUNCED THAT NECESSARY STEPS 
WOULD BE TAKEN TO CUT SPENDING BECAUSE OF THE DECLINE IN 
PETROLEUM EXPORTS AS WELL AS FALLING EXPORTS OF OTHER TRAD- 
ITIONAL EXPORTS. (ONLY BANANA EXPORTS HAVE RISEN SLIGHTLY). 
MONCAYO DID NOT ANNOUNCE WHERE SPENDING CUTS WILL BE MADE. 

2. OVERDUE MEASURES FOR IMPORT CONTROLS WERE ANNOUNCED THE 
SAME DAY. ALL CAR IMPORTS WERE PROHIBITED FOR THREE MONTHS, 

A SYMBOLIC GESTURE TO EMPHASIZE THE NECESSITY OF IMPORT 
RESTRAINT. (SEPTEL 4032). IMPORT LEVELS CONTINUE TO 

EXCEED EXPORTS. FOREIGN RESERVES HAVE FALLEN 
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FOREIGN RESERVES HAVE FALLEN TO $226 MILLION FROM $339 
MILLION AT THE BEGINNING OF THE YEAR. THE GOE ANNOUNCED 
THAT BANK PORTFOLIO LIMITS WOULD BE FROZEN AT MAY 3 1 
LEVELS. PREVIOUSLY. BANKS HAD BEEN ALLOWED TO EXPAND 
CREDIT AT THE RATE OF 1 1/2 PERCENT A MONTH. HOWEVER, 

CREDIT TOWARD QUOTE PRODUCTIVE UNQUOTE INDUSTRIES AND 
AGRICULTURE WAS EXEMPTED FROM THE DECREE AND BANKS MAY 
EXPAND CREDIT WITHOUT LIMIT TO INDUSTRIES SO CLASSIFIED UNDER 
THE INDUSTRIAL DEVELOPMENT LAW. (ON DECEMBER 21, 41 PERCENT 
OF TOTAL CREDIT WAS USED TO FINANCE TRADE. 25 PERCENT 
OF CREDIT GRANTED WENT TO AGRICULTURE, 19 PERCENT TO 
INDUSTRY, AND 14 PERCENT TO OTHER CATEGORIES.) 

3. COMMENT: THE EFFECT OF THESE MEASURES IS YET UNKNOWN. 

THE INITIAL REACTIONS OF THE TWO AMERICAN BANKS ARE CONTRA- 
DICTORY. (CITIBANK HAS STOPPED LENDING PENDING THEIR 
ANALYSIS OF THE NEW DECREE.) THE GUAYAQUIL CHAMBER OF 
COMMERCE, ONE OF THE MORE OUTSPOKEN CRITICS OF GOVERNMENT 
ECONOMIC POLICIES, AND SPOKESMAN FOR THE COUNTRY'S IMPORTERS, 
COMMENTED AFTER THE DECREE THAT IMPORTERS ARE BEING 
SACRIFICED. THE CHAMBER OF COMMERCE IS NOW STUDYING THE NEW 
REGULATIONS. MANY OF THE INDUSTRIES CLASSIFIED AS QUOTE PRODUCTIVE 
UNQUOTE MUST IMPORT CAPITAL GOODS AND RAW MATERIALS. 

ALSO, MANY CORPORATIONS ARE NOT CLASSIFIED UNDER 
THE INDUSTRIAL DEVELOPMENT LAW AND WILL EXPERIENCE 
DELAYS IN CERTIFICATION. SOME LOANS WILL STILL BE 
MADE FOR FINANCING OF IMPORTS SINCE BANKS WERE NOT FULLY 
LOANED UP BY MAY 31. REMOVAL OF THE CREDIT CEILING WILL 
CAUSE SOME REDISTRIBUTION OF CREDIT TO PRODUCTIVE 
INDUSTRIES, AND THE INITIAL REACTION OF BANK OF AMERICA 
VICE-PRESIDENT, FOR ONE, IS THAT NEW MEASURES WILL PROVE 
BENEFICIAL FOR BANKS AND FOR THE COUNTRY. 

HEMENWAY 


LIMITED OFFICIAL USE 


NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 JAN 1994 

Channel Indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: CREDIT CONTROLS 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 10 JUN 1975 

Decaption Date: 01 JAN 1960 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: GolinoFR 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1975QUITO04089 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Film Number: D750205-1030 
From: QUITO 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1975/newtext/t19750664/aaaacgtd.tel 

Line Count: 94 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ACTION ARA 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 

Previous Classification: LIMITED OFFICIAL USE 

Previous Handling Restrictions: n/a 

Reference: 75 QUITO 4032 

Review Action: RELEASED, APPROVED 

Review Authority: GolinoFR 

Review Comment: n/a 

Review Content Flags: 

Review Date: 09 SEP 2003 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <09 SEP 2003 by CunninFX>; APPROVED <12 NOV 2003 by GolinoFR> 

Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
06 JUL 2006 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: GOE ANNOUNCES NEW CREDIT REGULATIONS 
TAGS: EFIN, EC 
To: STATE 
Type: TE 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



